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INTRODUCTION
Monetary Policy according to Imoughele and Ismaila (2015) is one of the Macroeconomic instrument with which monetary authority in a country employs in the management of their economy in order to attain desired objectives. It also entails those actions initiated by the Central Bank of Nigeria which aims at influencing the cost and availability of credits (Horwitz, 1969; Wrightman, 1976; Nwankwo, 1991) . For most economics, Nigerian economy inclusive, the objectives of Monetary Policy includes price stability, maintenance of Balance of payment equilibrium, promotion of employment and output growth. Gbosi (2002) posits that monetary policy aims at controlling money supply so as to counteract all undesirable trends in the economy, these undesirable trends may
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Requirement (RR), e.t.c. The success of monetary policy depends on the operating economic enforcement, institutional frame work adopted and the choice and mix of the instrument used. However, the current monetary policy frame work focuses on the maintenance of price stability and balance of payments equilibrium, while the promotion of economic growth and employment generation are secondary goals of the policy. Tijani (2014) asserted that in achieving stability in balance of payment disequilibrium, it is undoubtedly the primary aim of monetary theory of balance of payment. However the two phases devised are before and after the Structural Adjustment Programme in Nigeria (SAP) of 1986. The first phase placed importance in direct monetary control, the economic environment associated with monetary phenomenon before 1986 was characterized by the dominance of all sectors in the economy and over dependence on the external sector. The major sources of problem in monetary management were the nature of the monetary frame work, the interest rate regime and nonharmonization of fiscal and monetary policy, the oil boom era that led into rapid monetization of foreign exchange earnings resulted in large increase by government expenditure, which contributed to monetary instability in the early 1980, this was done in order to maintain price stability and healthy balance of payment position, the monetary control, interest rate, exchange rate, cash reserve requirement and special deposit. The use of market based instrument was not feasible at that point because of the under development nature of the financial market and deliberation restraint on interest rate. The most accepted instrument of monetary policy as a concept of monetary phenomenon was the issuance of credit rationing guidance. The second phase relied on market mechanism, the object use of monetary phenomenon since 1986 have remained the same as in the earlier period for the stimulation of output on employment, promoting of unknown and external stability. The introduction of Structural Adjustment Programme (SAP) was adopted in July 1986, the reintroduction of the Dutch Auction System (DAS) of foreign exchange management in July 2002 and introduced a set of prudential guideline for licensed banks in 1990.Policy measures were adopted and designed to promote a stable macro-economic environment to achieve a noninflationary output growth and for the deregulation of external trade and payment arrangement to achieving fiscal balance and monetary balance of the balance of payment viability and the adoption of market force as a major determinants of economic activity (CBN, 2006) . Sequel to the above, efforts has been made by Central Bank and Monetary Authorities to drastically reduce the balance of payments instability in the economy. This has been done through the formulation and implementation of appropriate monetary policy measures, therefore this study intends to evaluate monetary policy and its implication for balance of payment stability in Nigeria with a special reference to 1986-2015.
LITERATURE REVIEW
The Nigerian Economy, as in other countries has an apex bank; Central Bank of Nigeria (CBN), which has the authority and mandate of manipulating or regulating monetary policies, using monetary instruments with the aim of achieving desired macro-economic objectives. In Nigeria, these broad objectives include the mandate to conduct and regulate monetary and financial policies with a view to promoting economic growth and development in Nigeria, Nkoro (2003) . Fasanya et al. (2013) asserted that the major two goals of monetary policy are inflation targeting and exchange rate policy with the assumption that these are essential tools of achieving macro-economic stability.
According to Central Bank of Nigeria (CBN) excess supply of money will result in an excess demand for goods and services which in turn raises prices and reduces balance of payment, on the other hand, inadequate supply of money retards growth and development. Nneka (2012) argues that monetary policy need be efficacious with regular information network system; she also said that Nigeria lacks the fundamental flexibilities which could have aided a more effective use of monetary policy. Obviously, the empirical studies on monetary policy and balance of payment stability in Nigeria are still scanty.
The balance of payment as defined by Imoughele and Ismaila (2015) in Sloman (2004) is a systematic, record of economic and financial transactions for a given period of time, say one year, between residents of an economy and non-resident and the rest of the world. A negative balance of payments means that more money is flowing out of the country, vice versa. BOP may be used as an indicator of economic growth and political stability. Alexander (2013) in a study of Ghana BOP monetary approach from 1980-2010 using Dicker fuller model. He found that inflation is statistically insignificant but 1% increase in domestic credit leads to 6.6% decrease in reserves, which implies that excessive generation of credit causes discrepancy in reserves. He concluded that though monetary variables are not solely responsible for the disequilibrium in balance of payment; factor such as government expenditure also may play a role.
EMPIRICAL REVIEW AD THEORETICAL FRAMEWORK
It was revealed from the study by Akpansung (2013) when the balance of payment of Nigeria and some other countries were indiscriminately chosen and reviewed by him. The study stated that most of the empirical studies of monetary approach reviewed established stability of money demand functions and also showed evidence of causal relationships that exist between domestic credit and balance of payments. The growth in income and price have positive effect on balance of payment (ie surpluses), while growth in the domestic credit have negative effect on BOP (ie deficit) which results into reserve outflows. This also mean that BOP is evidently a monetary phenomenon, (Mudel, 1968) . As a result, to cleverly correct any disequilibrium in a country's reserves, adjustment of domestic credits, demand and foreign trade balance's size, is necessary (Akpansung, 2013) . According to him, a side by side employment of both devaluation and restrictive monetary policies by the monetary authorities was predicted especially in the absorbing and third world countries, like Nigeria, Akpansung (1998; . Nevertheless this conclusion is slightly in variance to the modified monetary approach to devaluation as propounded by Johnson and Frenkel (1976) and elaborated by Connoly and Taybr 1976,1979 which was employed by Nyong and Obafemi (1995) . Tijani (2014) empirically analyzed Balance of payments adjustment mechanisms using monetary channel in Nigeria from 1970-2010. The regression analysis found a positive relationship between the BOP and domestic credit, exchange rate and Balance of trade while inflation rate and GDP have a negative effect and concluded that monetary measures constitute immensely to the position of BOP, cause disturbances and also serve as adjustment mechanism to bring BOP to equilibrium depending on its application and policy mix by monetary authority. Imoisi et al. (2013) Specifically, money supply and interest rate had significant relationship with BOP, whereas exchange rate was not statistically significant. They concluded that the government should promote the exportation of Nigerian products especially the non-oil products, as this will bring in more foreign exchange earning into the country, best productive activities and improve the BOP position of the country. Ajayi (2004) examined the determinants of balance of payment in Nigeria between 1970-2010. The study employed the co-integration method to assess the long run impact of macroeconomic variables and found a negative significant relationship between monetary policy instruments (ie monetary policy rate and money supply) and balance of payment. The study concluded that a lower exchange and lesser monetary policy rate will raise the balance of payments of the Nigerian economy. Udude (2015) investigated empirically the impact of monetary policy on Nigeria BOP. The study conducted using Ordinary Least Square (OLS) technique of multiple regression models using statistical time series data from 1986-2010. Secondary data on (BOP) was used as the dependent variable, broad money supply (Ms), interest rate (INTR), exchange rate (EXR) which represented the explanatory variables and sourced data from CBN publications where first tested for the presence of unit root using the Augmented Diskney Fuller tasks while Johansen Cointegration test was used to test for regular relationship between the dependent and independent variables. The results indicated that none of the variables were stationary after first difference at 5 and 1 percent level of significance and the Johansen Co-integration test revealed the presence of a long run relationship aim on the variable. Ordinary least square (OLS) technique was employed to estimate the individual parameter and the result indicated that the coefficient of Ms and EXR were positive while those of Interest and GDP were negative.
However all parameter coefficient except interest rate were statistically significant.
The Monetary Theory of Balance of Payment
Alexander (1952) presentation of the absorption approach contains seeds of the monetary approach to balance of payments, which sprang out in the 1960s as part of the monetarist anti-Keynesian revival. The theoretical analysis of the monetary approach comes from the writings of Mudel (1968) ; Johnson (1977) ; Johnson (1975; and Mussa (1976) even though the arguments for the relationship between the foreign sector and the domestic sector of an economy through the working of the monetary sector can be traced to Hume (1752) price specie flow mechanism. The monetary approach observes balance of payments instability as disequilibrium in the demand and supply of money stock. This approach analysis centers on the monetary-account of the balance of payments in the context of a general equilibrium analysis. Thus, "the balance of payments is a monetary and not a real phenomenon and balance of payments disequilibria are stock and not flow disequilibria" (Johnson, 1975) .
The formal monetary approach to balance of payments model based on Johnson (1976) specifies a money supply identity, a money demand function and an equilibrium condition.
The model consists of the following set of equations: (Sohrab, 1985; Kennan, 1989; Dhliwayo and Moyo, 1990) ).
Sources of Data
The data used for this study is mainly secondary data. Some of these data sources include the publications of Central Bank of Nigeria (CBN), National Bureau of Statistics (NBS). To make an assessment of the impact of monetary policy on balance of payments in Nigeria from 1986-2015
METHODOLOGY
The model was analyzed using ARDL co integration technique. The advantage of this technique is that it does not require pretests for unit roots unlike other techniques. Consequently, ARDL co integration technique is preferable when dealing with variables that are integrated of different order, I (0), I(1) or combination of the both and, robust when there is a single long run relationship between the underlying variables in a small sample size.
The long run relationship of the underlying variables was detected through the F-statistic (Wald test). In this approach, long run relationship of the series is said to be established when the F-statistic exceeds the critical value band. The major advantage of this approach lies in its identification of the co integrating vectors where there are multiple co integrating vectors. However, this technique will crash in the presence of integrated stochastic trend of I (2). To forestall effort in futility, it may be advisable to test for unit roots, though not as a necessary condition.
Model Specification
The model for this study is based on the theoretical frame work of impact of monetary policy on balance of payment stability in the Nigerian Economy. In Nigeria many known researchers have identified the contemporary relationship between balance of payment and other macroeconomic monetary variables, the study adopts the model used by Magee (1976) which is modified and used in this study. In Magee's work, he examined the effect of 
A Priori Expectations
Based on economic theory, an increase in money supply will bring about an increase in the total money in circulation in the country. This will therefore increase aggregate demand and lead to a rise in production activities and investment opportunities in the economy. This rise in the production activities in the economy will lead to a rise in the export of goods and services, leading to a rise in the export of goods and services, thus leading to a rise in balance of payment position of the country. Hence, the coefficient of M2 will be positive, α1M2> 0. The depreciation in the domestic currency due to increase in exchange will make exports and imports expensive in the international markets for goods and services. As a result of this goods and services would be more in demand thus, leading to a rise in the balance of payments position of the country, hence, α2NT>0. Theoretically, it is expected that low exchange rate will encourage importation in an import dependent economy like Nigeria. Hence the balance of payments will reduce causal disequilibrium in the BOP. In Nigeria, the relationship between balance of payment and exchange rate is relative ie α3 EXR <0.Also, from economic theory, an increase in the rate of interest will discourage investors from borrowing funds from the financial sector, thus reducing the level of investment and productive activities in the economy. Hence the coefficient of interest rate will be negative; α4 IR< 0. It is expected that bank credit would have a negative relationship with BOP ie. α5BCP <0. Finally when there's inflation in an economy, people tend to rely on imported goods whose price does not change, therefore it brings about unfavorable BOP, α6INf< 0 
EMPIRICAL RESULT

Unit Root Test
The empirical analyses started by testing the time series characteristics of the variables used, using the Augmented Dickey Fuller Unit Root Test. The essence of this is to establish the stationarity or non-stationarity of variables in order to avoid spurious regression. The trend status of each series was diagnosed using line graph as presented in the appendix, to see whether a trend is present or not. A trend variable is necessary in the ADF regression if trends are present in the series. While in the absence of trend, only the intercept should be included in testing for unit roots.
Decision Rule
Ho: Ɵ = 0, ai=1 (presence of unit root, the data is non-stationary) H1: Ɵ < 0, ai≠1 (the data is stationary and does not need to be differenced)
If the ADF test statistics value is greater than the critical value in absolute terms at 5% level of significance, we reject Ho and accept H1. This means that there is no unit root and the data is stationary. Note: *(**) denotes significant at 1(5) (10) percent levels respectively. Source: Authors' Computation.
As stated above, the major advantage of the ARDL approach lies in its identification of the co integrating vectors where there are multiple co integrating vectors. However, this technique will crash in the presence of integrated stochastic trend of I(2). To forestall effort in futility, it may be advisable to test for unit roots, though not as a necessary condition.
Table 2 (a&b) shows the unit root test results at levels and first difference respectively. The results showed that the series are both stationary at only level and first difference respectively which is the first condition for using the approach. Results from the tables showed that majority of the variables are stationary at level except balance of payment, exchange rate and interest rate. i.e did not show the probability of retention of short or long term shock over the years.
In order to correct the problem of the presence of unit root in the variables, they were differenced once. It is shown in the table 2b that Balance of Payment (BOP) Exchange rate (EXR) and Interest rate (IR) were stationary at first difference 1(1). The economic implications of non-stationarity of these variables is that the proportional effect of BOP, EXR and IR will generate a persistence shock A non-stationary time series is a stochastic process with unit roots or structural breaks. However, unit roots are major sources of non-stationarity. The presence of a unit root implies that a time series under consideration is non-stationary while the absence of it entails that a time series is stationary. This depicts that unit root is one of the sources of non-stationarity. When we run a regression analysis on a non-stationary series, it leads to specification error. The implications of these types of specification error can be serious, depending on how the serial correlation properties of the resulting error terms are handled.
Therefore integrates short run dynamics with long run equilibrium. This is the basis for obtaining realistic estimates of a model, which is the driver of a meaningful forecast and policy implementation.
With this background, we shall examine the series using the application of the Autoregressive Distributed Lag (ARDL) co integration or bound test of co integration technique and its interpretation. The first step in ARDL is to test the long run relationship among these variables. We need to see if the variables are jointly significant. To do this, a Wald test procedure was conducted and the F-statistics value would be compared with the Pesaran and Pesaran table. The grand rule is that if the F-value is >= the higher bond, we accept that there is long run relationship.
When we compare the F-value of 4 to the tabular value 4.08, we can conclude that the variables are not equal to zero jointly. i.e they have a long run relationship or cointegrate. This conclusion can also be verified using the pvalue of 0.0277 which is less than the 0.05 threshold level. The next step is to estimate the ARDL value by applying general to specific method of estimation. The table below shows the parsimonious result of the short and long run relationship Table- The results showed that a unit change in broad money supply will bring about 2236.33unit decrease in the balance of payment in the long run. Further investigation however showed that there would be a positive change (increase) in the BOP in the short run by 2624.195 units.
Also, a unit change in net trade would result to 0.578592unit increase in the BOP in the long run while it leads to 0.9333unit decrease in the short run.
Finally, a unit change in bank credit to private sector would cause 2177.466 increase in the balance of payment of the economy in the long run while it brings about 2939.5 unit decrease in the short run.
The result generally revealed that BOP, NT BCP and M2 all have relationship both in the short and long run.
SUMMARY AND CONCLUSION
From the overall analyses done on the variables, it was seen that all variables exhibited relationships both in the long and short run respectively i.e are jointly significant. The Wald test procedure was conducted and the Fstatistics value when compared with the Pesaran and Pesaran table showed that the variables are not equal to zero jointly. i.e they have a long run relationship or cointegrate. This conclusion was also verified using the p-value of 0.0277 which is less than the 0.05 threshold level.
The ARDL value was estimated by applying general to specific method of estimation. The results shows the net trade (NT), money supply (M2) and bank credit to private sector (BCP) all have long run effect on the balance of payment while the differenced money supply (DM2), net trade and bank credit all showed the short run relationship with the balance of payment.
RECOMMENDATIONS
Based on the findings of this study, the following recommendations are advocated to enhance Nigeria's BOP.
 The government through the monetary authority should ensure that the domestic money stock is consistent with the macroeconomic objectives of the country in order to maintain sustainable BOP position.
 Since money supply has negative effect on BOP in the long run, monetary authority should put adequate policies in place that will stabilise money circulation in order to avoid excess liquidity in the economy which may lead to inflation.
 It is important that the exchange rate is not overvalued, because this will result in unsustainable Balance of Payment and escalating external debt stock. In contrast, the exchange rate should find its equilibrium level to make the BOP position viable. The government should encourage export diversification non-oil sector exports should be encouraged as this will enhance BOP position in Nigeria.
 Monetary authority should make available, short, medium and long term credit to productive investments as they constitute an integral part of the growth and transformation process of an agro based economy like that of Nigeria, this will induce employment and income of the various economic agent which will have a spill-over effect on private savings and BOP stability.
Funding: This study received no specific financial support. Competing Interests: The authors declare that they have no competing interests. Contributors/Acknowledgement: All authors contributed equally to the conception and design of the study. 
